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PROCEEDTINGS

MR. HACKBARTH: Good morning. The first item on
our agenda today is the mandated reports on benefits design
and cost sharing in Medicare Advantage plans.

DR. BERNSTEIN: Good morning. The MMA mandates
that MedPAC submit a report on the extent to which cost-
sharing structures in MA plans affect access to covered
services or result in enrollee selection based on health
status, together with any recommendations for legislation or
administration action that the Commission things are
appropriate. The report is due December 31.

In September we presented background materials and
some analyses that suggested that while benefit designs that
would contribute to selection or access problems are not
systematic or widespread, there is evidence that practices
of some plans could lead to high levels of cost sharing for
certain services that are less discretionary, for example,
chemotherapy.

Today we're going to briefly discuss some findings
from additional analyses and present policy options the
Commission may want to consider to help beneficiaries make
more informed choices and to limit practices that contribute
to access problems or biased selection. The first slide
addresses an issue raised in discussion in September. That
is, do plans offer lower Medicare cost sharing in return for
a higher premiums?

Looking at benefit data from the plan files that
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4
we got from CMS and at the literature, it seems pretty clear
that beneficiaries are choosing to enroll in plans that have
a prescription drug benefit. You can, for example, that 73
percent of all plans, 34 plus 39 on the chart, the first two
rows, offer a drug benefit. And 44 percent of the plans we
looked at, 34 plus 10, have no additional premium or they
offer a rebate.

For the plans with a drug benefit, the first two
rows, we don't see a lot of evidence that additional
premiums are related to lower cost sharing for Medicare-
covered services. Each cell on the chart shows the percent
of each type of plan that requires what we have categorized
as higher cost sharing for four types of services. It ends
up meaning generally the cost sharing is comparable to fee-
for-service with no supplemental coverage.

Although fewer plans that charge a premium have
higher cost sharing for inpatient services -- that's the 22
percent up there versus 39 -- cost sharing for the other
services in the plans that have a drug benefit are generally
about the same.

You can see a difference for plans that don't have
a drug benefit, the bottom two rows. For example, only 4
percent of the plans that charge a premium have higher cost
sharing for inpatient services compared to 24 percent with
no premium. How the introduction of the new drug benefit
will change all these dynamics in 2006 and after is

impossible to predict.
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Now we're going to turn to the question about
whether the benefit structures that have evolved in these MA
markets creates selection or access problems.

The question we were asked by Congress was, 1s
there evidence that plan benefit design leads to selection
or access problems. The notion behind the question is that
plans can use high cost sharing to avoid sicker
beneficiaries. But market competition and beneficiary
preferences also shape benefit design.

To look for selection, we wanted to look at plan's
risk scores to see how healthy their enrollees are and then
compare the scores to their cost-sharing requirements.
However, we were only able to get information on risk scores
for each MA plan contract. This information combines the
risk scores for all the individual plans that operate under
a single contract, which is usually in a market area.

CMS is working on developing accurate and reliable
plan-level risk score information that can be used to review
the plan proposals and evaluate possible issues of risk
selection, but we don't have those data vet. Instead, we
used available information to identify market areas where
there is wide variation in enrollee risk scores among
participating plans. In those markets we used information
from the Medicare personal plan finder on the Medicare.gov
web site to look for relationships between contract-level
risk scores and plan cost sharing.

Our analyses did not uncover any consistent
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relationship between contract level risk scores and cost-
sharing requirements for Medicare-covered services or other
services. This chart shows that on average the same person,
in this case a 70 to 74-year-old person in poor health, what
they would have to pay out-of-pocket in most of the plans --
we couldn't fit all of them on the chart -- in one of the
counties we studied. This 1s a county where we saw among
the widest variations in contract-level risk scores where we
thought we'd be most likely to see a relationship between
cost sharing and risk.

The out-of-pocket estimates from the Medicare plan
finder, which Medicare beneficiaries can download themselves
but we made them a little bit easier to read in this chart
so you could compare them. We left off the information on
premiums from the plan finder. All of these are zero
premium plans except for one. The height of the bars
generally indicates the plan's cost-sharing structure.

The bars showing average out-of-pocket costs are
arranged by contract-level risk scores with the lowest on
the left. The chart divides the plans among three groups,
those with risk scores under 0.9, those 0.9 to 1.0, and
those 1.0 and higher. So you can look across the chart left
to right, you see the plans under the contract with
enrollees with more health risk as we move across the chart.
The bars don't show a consistent pattern of higher cost
sharing for contracts with higher risk scores. Some plans

under contract with the highest scores, like plan 92, have
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7
no cost sharing for inpatient care, while others with nearly
the same risk score have been relatively higher cost
sharing, like plan 7B.

However, until we have plan-level risk scores we
can't determine whether cost sharing i1s associated with
significant enrollee risk.

So to illustrate how a person who becomes
seriously ill might be affected by cost-sharing provisions
we looked even more closely at how things might work in
different plans in one market if a person developed a
serious health problem. In this example we show what the
out-of-pocket cost would be a 70-year-old man for a year
following initial diagnosis of stage 3 colon cancer. We
provided additional information and context in the
background materials which, in summary, confirm that cancer
care 1s expensive.

Based on the information we got from cancer
experts in various places, including the National Cancer
Institute, we have devised a prototypical set of services
for the typical 70-year-old male patient. We included in
this chart only the costs related directly to the treatment
of cancer care. We also note that new treatment regimens
coming online now are substantially higher for chemotherapy
than those indicated in what is now the standard treatment
that we used in the example.

As we noted in the last meeting and in your

background materials, cost sharing for beneficiaries
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enrolled in MA plans is generally lower than in fee-for-
service for most services. The point here, however, is to
look at a relatively infrequent but serious possibility.

The three plans included on your chart are large plans in
another county in a different market are that also has a lot
of plans. In any of the plans that we've looked at here,
the beneficiary would incur at least a couple thousand
dollars in out-of-pocket costs for Medicare-covered services
for cancer care. The cost of hospital care for this person
would exceed the Medicare fee-for-service hospital
deductible in plans one and two, but not in plan three.

But clearly, the big difference is in coinsurance
for chemotherapy. 20 percent coinsurance in two of the
plans, which is what it would be in fee-for-service without
supplemental insurance, is $5,600. Now this beneficiary
knows that with appropriate treatment he will probably
survive for a number years, probably many years. Data NCI
shared with us indicates that his out-of-pocket costs in
subsequent years would be less. But if there is a
recurrence they could be substantially higher than those
shown here. Whether this prospect affects his decisions
about enrolling in a plan or disenrolling from a plan will
depend on a lot of factor, but one will be whether he's able
to get the information he needs to compare benefits and
cost-sharing options.

What kind of cost-sharing information is

available? As we already saw, the Medicare personal plan
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finder on the Medicare web site provides information on
estimates out-of-pocket cost for beneficiaries. A person
can enter his or her information on age and health status
and get estimates for each plan where they live. The
estimates are for four general categories that we showed
before, inpatient care, other medical care, outpatient
drugs, and dental care, and also premiums. In addition,
there are estimates about the average out-of-pocket cost for
people with three different high-cost conditions.

The plan finder also has information on how many
people left the plans that they are considering joining, and
some information on the reasons why they left.

We used this information from the surveys
ourselves, as Rachel will tell you in a few minutes, to look
a little bit more in detail at the cost sharing, but right
now I just want to focus on some of the general issues.

This is an example of plan finder information on out-of-
pocket cost for beneficiaries with the three high-cost
conditions that CMS illustrates on the plan finder. The
table shows the same three plans that were used in the
cancer example. You can see that for those three plans,
out-of-pocket expenses are lower in plan two by a similar
magnitude to what we saw in the cancer care example.

However, the average cost shown on this part of
the plan finders are for all beneficiaries with these
conditions regardless of age or other health care problems.

For diabetes, for example, the averages shown here include
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very high costs for some diabetics with serious comorbid
conditions who may experience multiple hospitalizations per
vear and diabetics whose disease is well controlled. The
estimates for high-cost conditions. also don't break down
the cost by type of service that we saw earlier so we can't
tell from this chart whether the costs reflect cost sharing
for inpatient care, for other Medicare-covered services, or
for uncovered services such as prescriptions drugs.

This is an example of information the beneficiary
can find on how many members have left the plans in their
areas and why. The beneficiary could, for example, check
out the reasons why people left the three plans we've shown
in the last two slides, the data on the plan finder from
2002 and their contract-level data.

We see here, however, that in plans one and three,
which have the higher out-of-pocket costs, a higher
proportion of beneficiaries disenrolled than in the other
plan. The reasons they cited were also more likely related
to issues to premiums, copayments, or coverage than in plan
two, or in the plans in the state or nationally. While the
specific reasons that people left the plan is not clear, the
beneficiary interested in might get some sense of the issues
he might want to dig into before selecting a plan at the
next open season.

DR. SCHMIDT: We looked at data from the CAHPS
disenrollment reason survey to see whether cost sharing is a

main reason beneficiaries cite for leaving MA plans.
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Ideally, if we had plan-level disenrollment rates, that
could then provide a potential signal to CMS of the plans
that it might want to take a closer look at. However, a
limitation of this approach is the survey is conducted at
the contract level and is still described, often times many
distinct plans with different benefit designs are operating
under one contract.

Nationwide an average of 10 percent of plan
members disenrolled voluntarily in 2002. For historical
comparison, we found references in the literature to
disenrollment rates of 14 percent in 1994 and 12 percent in
1998, but those might not have been calculated in precisely
the same way. In the last two years it's been roughly
around 11 percent, 13 percent in 2001 and about 10 percent
in 2002.

CMS groups disenrollment reasons into the five
categories that are shown on this slide. You can see that
the largest proportion of disenrollees fall into the
category called issues with premiums, copayments or
coverage. When we looked at the individual responses that
fall within this category, most are related to concerns
about cost and best value. The category also includes
concerns that beneficiaries had when their plans began
charging or raised premiums. Since we are particularly
focusing on whether cost sharing has led beneficiaries to
disenroll, this category probably overstates the rates of

disenrollment that we are particularly interested in.
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In addition, many of the responses are ambiguous
to the survey. They could be referring to dissatisfaction
with cost sharing, with premiums, with both, or some other
features of the plans. Very few of the responses are
unambiguously associated with cost sharing.

We also took a look at the distribution of plans
and enrollees by their rates of voluntary disenrollments
that are associated with cost and value concerns. This
slide shows you how many plans fall into the groupings of
disenrollment rates that are on the bottom of the slide.
These are just for the largest category from the previous
slide, which was issues with premiums, copayments and
coverage.

So 107 of the MA contracts had zero to 5 percent
of their enrollees leave for those reasons. Another 31
contracts had 5 percent to 10 percent leave, and so on.
Combined, about 90 percent of the plans had rates of
disenrollment associated with cost concerns of 10 percent or
less. Likewise, most enrollment is in plans with very low
disenrollment Roman rates.

The bottom line of this slide is that the wvast
majority of plans and enrollees have relatively low rates of
voluntary disenrollment associated with cost and value
concerns. I don't mean to dismiss the situations of
beneficiaries who disenroll. They may have experienced some
very real problems with the benefit design or cost sharing

in their plans. But we're trying to get a sense of how
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widespread a problem discontent with cost sharing is, and
these data seem to suggest that it is not widespread.
Remember that this chart includes people do left because
they were unhappy with premium increases and other reasons
in addition to how a plan designed their cost sharing.

This does not directly measure whether access to
care of beneficiaries is affected by benefit design but it
does give you a sense that most plans do not have large
numbers of people leaving because of cost.

Here's what I think we've learned from our
research so far. On the left-hand side of the slide you can
see some summary points. As we started out with and we told
you, these are similar to what we found from the meeting of
our expert panel back in March, it seems as though the
benefit designs to contribute to selection or access
problems do not appear to be very widespread. However, we
did see some evidence that are plans that do have some high
cost sharing for some types of services that one might
consider non-discretionary in nature.

Another issue that we had highlighted is that we
think helping beneficiaries to understand their options, the
financial and personal implications of them, is quite a
challenge.

So we would like you to turn to some categories of
policy options that are described further in your materials.
The study's mandate says that our report is to include

recommendations for legislative and administrative action,
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if you as a commission consider it appropriate to do so.
Your mailings materials included some discussion about the
categories of policy options that appear on the right-hand
side of the slide. I'll go into them in a bit more detail.

One thing that we found in doing this research 1is
that the quality of information submitted to CMS on benefit
designs, particularly the plan benefit package data, are
sometimes not accurate or coded consistently. That's not
surprising because MA benefits are complex and it's hard to
provide that detail to CMS. But the same data that we
looked at are used to develop the personal plan finder and
the out-of-pocket estimates in that to help consumers choose
among their options, and unless a plan catches its own
mistake those data may not get fixed.

Another issue is that while the personal plan
finder provides more useful information than has been
available in the past, it is not as tailored as what other
plans and programs offer. It has estimates of average out-
of-pocket cost for a beneficiary who is in the same age and
health status as the consumer who is interested, or in some
cases has the same type of chronic condition. But it still
averages people who have less use of services together with
people who have more. Other approaches, such a some web-
based tools offered by private plans, or even the Consumer
Checkbook guide to FEHBP provide particular scenarios of use
of services along with an indication of how likely the

scenarios are to occur, and that might give some more



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

15
tailored information.

CMS considered that approach when it developed its
current method for showing out-of-pocket cost in the
personal plan finder, but at the time it considered that too
burdensome to beneficiaries to be entering a lot of
information about their use of services. The agency is now
reviewing options for more sophisticated softwares, wizards
and those sorts of things, for consumers who would like to
get more information.

CMS is considering a range of options but it has
not yet decided what sort of estimates of out-of-pocket it
will be able to provide in the plan finder for 2006. It has
some concerns about being to estimate out-of-pocket spending
for the new Medicare drug benefit that's going to begin in
that particular year. Yet information about cost sharing it
seems would be particularly important for beneficiaries in
that vyear.

While are mailing materials focused on the plan
finder, we thought we should remind you that there are other
channels to provide consumers with information about MA
plans, and those include the 1-800 Medicare line and the
state health insurance assistance programs. Those approaches
involve more one-on-one discussions or conversations with
beneficiaries which may be a more effective means of
communication for some people. So we think providing
counselors with training and information about benefits

design and potential out-of-pocket costs is another avenue
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for helping beneficiaries make informed choices, but it
would also require greater resources.

At our September meeting we described the process
that CMS uses to review and approve plan proposals. We also
described the fact that under the MMA CMS gained authority
to negotiate with plans over their bids in a manner similar
to that of OPM for administering FEHBP. So it seems that
the agency has some authority to steer plans away from
benefit designs that encourage enrollment by healthier
beneficiaries or encourage disenrollment of sicker ones.

CMS anticipates that its workload will increase with this
new negotiation authority but it does not yet know the
magnitude of that increase but it's not clear how many plans
they'll actually need to be negotiating with.

There's also uncertainty about what level of staff
resources CMS will have for these reviews and negotiations.
The Center for Beneficiary Choices has some dedicated
personnel. The Office of the Actuary will also participate,
and I think there are some plans perhaps to pull in some
contractors to help during the months in reviewing plan
bids.

It's hard to make precise comparisons but we found
that the number of staff who are involved in CMS's oversight
functions may be smaller than what OPM has for negotiating
with plans under FEHBP. This raises the question of whether
CMS has sufficient resources and as much flexibility as it

might need to manage those resources well.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

17

FEHBP has a larger number of covered lives than
does the Medicare Advantage program, but CMS has more plans
to review and its negotiation and approval function or
arguably more complex than OPM's. The reason it's more
complex is that for most FEHBP plans OPM compares changes in
premiums to what those same plans charged similarly-sized
groups in the commercial market. By comparison, CMS will
need to review MA plans more closely and negotiate over
benefit designs that are more likely to be different from
those available in the commercial market.

There may be ways to provide CMS with more
flexibility to better manage the resources that it has or
build in some surge capacity for those months in which it
will be reviewing bids and negotiating. It may also be a
challenge to coordinate staff within CMS because several
parts of CMS play a role in this function.

Finally, we have several mutually exclusive
approaches that the Commission might want to consider to
help prevent benefit designs that are discriminatory among
potential enrollees. It's probably important to keep in
mind something that we pointed out in September and that is
there's a lot of uncertainty surrounding the MA program at
this particular point in time because there are so many
changes underway, including the phase in of new risk
adjusters, moving to a system of bidding, the introduction
of Part D, and regional PPOs as some example.

But let's forge ahead and discuss these options.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

18
One approach would be for CMS to develop a few standard
benefits packages that plans would have to use. The main
advantage of this approach is that beneficiaries would find
it easier to compare plans and assess their value than they
do today. This option could also ensure that plans do not
have relatively high cost sharing for services that are less
discretionary in nature.

The disadvantages of using standard benefits are
that they may not suit the market conditions and preferences
of all parts of the country, and they could make it
difficult for plans to develop new products that better suit
beneficiary needs. If this approach were used, CMS would
need to modify standard packages periodically to keep up
with market innovations.

Another approach would be for CMS to propose the
use of certain benefit structures. If plans use those
benefit designs, CMS would not subject the plan to as much
oversight as it would get otherwise. This is similar in
approach to CMS's current policy of recommending that plans
use an out-of-pocket cap. The advantage of this approach is
that it could lead to less confusion for beneficiaries
without directly requiring a standard benefit. It would
also potentially reduce CMS's workload because the agency
could focus on the plans that are using a different benefit
structure. But plans would only adopt the proposed benefit
design i1f CMS's oversight process placed significant

barriers on using a different design.
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In a third approach, CMS would identify certain
types of services that would be subject to standardization.
This approach could range from having modular benefit
designs for all parts of service to just picking out a few
categories, such as some that seem less discretionary in
nature. Keeping some of the current flexibility that plans
have would allow them to adjust cost sharing in areas where
there's arguably overuse of services yet would protect
beneficiaries in situations where they have less discretion.

A final option would let plans keep most of the
flexibility they have today except that they would have to
adopt a catastrophic cap. CMS currently suggests an out-of-
pocket cap but it is not required. After 2006, regional
PPOs are required to include a cap, but the MMA does not
specify at what level. This approach may not simplify
things much for beneficiaries but it would provide enrollees
in some plans with greater protection than they have today.

At this point we would like to turn to you all and
get your feedback on this.

MR. HACKBARTH: This report is due December 31 and
given that after this meeting we will increasingly have to
spend time at our meetings on the update issues that we have
to address in the January report I'd really like to conclude
this discussion at this meeting. You'll notice that there
are not any draft recommendations. Staff, I think correctly
felt, that we didn't quite crystallize the discussion enough

at the last meeting to bring draft recommendations to this
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meeting. What I'd like to get out of this discussion right
now is some clear direction for staff that could be
overnight formulated into draft recommendations that would
come back tomorrow that we could vote on. So that's my
objective.

So what I'd like to do i1s, maybe a little bit more
than usual, try to have a quite structured discussion here
today. I think one way to do that, if you would put up page
11 from the overheads, we've got the three categories of
policy options, help beneficiaries make more informed
choices, bolster CMS's negotiating role with plans, and
prevent discriminatory benefit designs. What I'd like to do
is just go through those in order and get your thoughts so
we can't formulate recommendations. So let's begin with
helping beneficiaries make informed choices.

DR. REISCHAUER: Is anybody against that?

MR. MULLER: Thank you for the excellent report.

I read this to say that the question being asked of us in
terms of how access is affected by the cost sharing is that
neither the plans nor the beneficiaries use it in any kind
of linear or authoritative way to drive choice. Given the
other analysis that we've done, it strikes me that the fruit
is still in terms of understanding the total cost per
beneficiary and that the real gain to be made in the program
is as plans select "right beneficiary" that has lower cost.
Therefore, to me that strikes me that having CMS understand

more fully what the costs are per beneficiary and try to
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keep plans from selecting the lower-cost patient is the
right way to be thinking about this.

Also in my own experience, and I think the
evidence here is, getting people to understand the cost of
medical care is very complex. On a running basis, cost
sharing, figuring out every month -- we all have our stories
of helping Mom or Dad figure out their EOB every Sunday
morning, but figuring out your premium once a year 1is about
as much as people can figure out in terms of making choices.
Trying to do it on any kind of concurrent basis may be
beyond the capacity of any of us to understand. So that
leads me to think about how one sets premium levels and how
one looks at total cost rather than cost sharing. That's
how I read this.

Is that a fair evaluation of what you have come up
with?

DR. SCHMIDT: I suppose so. In terms of ascribing
a motive to plans, I don't think that there is evidence to
do that well. I'm taking this from your initial comment on
how you were interpreting the results of what we wrote up.
It seems to me that selection, there's a component that's a
two-way street. Beneficiaries try to look for what's in
their best interest in a plan, and plans may in fact need
to, for example, raise revenue in some cases by charging
higher copays, or they could be engaging strategically. We
just don't know if many circumstances. I think the evidence

that we saw was not compelling to put it squarely in the lap
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of plans, I would say.

DR. MILLER: I might have heard something
different over here. Ralph, tell me if this is what you
were saying. Was the paper directing better information for
the beneficiary to be pitched at the premium and total cost
level as opposed to helping beneficiaries understanding the
cost-sharing structure?

If that's what you're asking, I would say I felt
like the paper wasn't headed in that direction. That the
paper was saying there were ways to present potential out-
of-pocket impact for the beneficiary in the way that gave
them a clearer idea of what they might incur. That rather
than a big, lumpy average you could say, average cost
sharing for somebody with a hospitalization and without and
then tell the beneficiary the probability of a
hospitalization. So break it down a little bit for them.
But I may still misunderstand your question.

MR. MULLER: I obviously wasn't very clear so let
me try again. I read this to say that neither the
beneficiary nor the plans seem to use cost sharing very
effectively to drive choice. That the beneficiaries don't
understand it as well as they might, and the plans don't use
it as effectively as they might. So therefore there must be
some other vehicle, some other lever they use.

I would surmise that, based on incentives, that --
certainly employers do this in the non-Medicare market ,

they try to figure out the total cost of care, and the
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evidence we see of people dropping dependents and so forth
from coverage is a function of the cost of coverage and so
forth. So I would assume inside the Medicare plan as well
the total cost of covering a beneficiary is what plans would
look at and that's more of a driver of their behavior, the
total cost, in terms of enrolling people or not.

Then one obviously can use premium information as
well. But I read this to say in cost sharing, despite
hypotheses that we might have had, does not seem to have as
much effect either on beneficiary behavior or how plans
behave.

MR. HACKBARTH: Certainly cost sharing as opposed
to premiums is more difficult for beneficiaries to get a
grip on, which is the challenge. 1It's more difficult for
them to comprehend the implications of the cost-sharing
structure for them.

MR. MULLER: It's more difficult for plans to get
a grip on.

MR. HACKBARTH: I think they've got more
information and way more skill.

MR. MULLER: But they don't seem to use it
consistently to drive behavior.

MR. HACKBARTH: There are others around the table
more expert in that than I am. But just to focus on the
beneficiary point for a second. The challenge that I think
we have is that beneficiaries tend to focus on premiums

because that's easier to compare and understand, and
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comparing premiums that are missing very important
differences potentially in the benefit structure, the cost-
sharing structure, that could have dramatic implications for
them depending on their circumstances. So the challenge 1is

can we find ways to help beneficiaries analyze that complex

choice?

At the last session, Arnie for one and perhaps
others as well, said that Medicare right now is -- these are
my words, not Arnie's -- lagging behind the state-of-the-art

in decision-support tools, and there are software tools out
there that help people make these comparisons and choices.
Is that a fair statement, a fair summary? So that would be
one type of approach.

A second big category is more resources, more
telephone-based help through SHIP or some other mechanism so
people can be talked through these decisions. I think those
are the two major approaches that are being discussed. So
if we could get some feedback on what can we recommend, what
should we recommend, those two categories. Are people in
favor of more resources, or is there another major option?

MR. BERTKO: Just a quick comment again to thank
the staff for a very good report on the issue. I'd strongly
support this first recommendation of more communication and
note that in addition to perhaps coding errors, the current
format that CMS records plan decisions on 1is fairly rigid,
in which case there is sometimes difficulty inserting in the

actual benefit decisions, which probably limit how people
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look at this. So more resources by CMS, perhaps whether
it's better decision-support tools or more flexibility in
terms of recording the actual cost sharing could be helpful
and I think would reduce errors and help explain better.

MR. HACKBARTH: Could you just explain for me the
more flexibility in recording?

MR. BERTKO: Sure. I'm not sure if this is an
example but on the Part A first-day deductible, fee-for-
service 1s $876, and as you insert there, is it a copay, 1s
it a copay per day, 1s 1t a copay limited by a certain
amount? As you begin inserting more complicated versions of
that, because plans in pre-MMA days were managing to the
amount of revenue available, those ways to structure the
Part A cost sharing became more complex. It's my
understanding from at least a year ago that it was difficult
for us as a plan to report in to CMS in the prescribed
format the variations of that. So a little bit more
flexibility, saying free-form text, would be useful.

Then CMS has the second problem of getting that
into plan finder, which I think is a pretty good tool but
could serve also to be improved in the future.

MS. BURKE: Let me focus specifically on the
gquestion you asked in terms of the information for the
beneficiary. On page 26 of the document -- and my thanks
for the work the staff did on this -- there is a suggestion
in the last paragraph that CMS currently plans to remove

projections of out-of-pocket payments from the plan finder
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in 2006. That's a little further ahead than where we are
today but let me use it as a jumping off point.

I think as a general matter, the more information
that we give to people the better if it's in a form that in
fact can be useful. I think one of the messages that I
would suggest that we as a commission want to send is that
it is incumbent upon us to make as much information
available as possible, and suggestions that they simply drop
whole categories out rather than try to deal with the issue,
which i1is how do you accommodate the fact that there will be
a drug benefit, I think is the wrong direction. So I think
we ought to make it very clear early often that our goal
here is in fact to provide information.

To the point that Ralph was making and also Glenn
has made, and that is the issue as to whether or not
people's decisions are more clearly driven by premium as
compared to out-of-pocket, because it's a much more clearly
articulated number. You can look and you can look behind
the plans. It's obviously an inadequate measure from a
beneficiary standpoint because the impact of the cost
sharing can have such an extraordinary impact on them as
compared to premium. If as we saw in the plans that you
compared, 1t can have a substantial difference on an
individual if in fact there's cost sharing on drugs, or cost
sharing on any number of other things.

So I would err on the side of giving more

information in both forms, both in the sense that you have
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it available to you in a plan finder, that we adjust the
plan finder as necessary to make it more readily available
to an individual to look at it. You made some suggestions
in terms of doing a variety of options so that it's not
simply the average person, that there are different ways to
construct the plan finder. I would encourage us to say that
we think that is a useful tool that ought to be improved
upon, that there will be people who will find it more useful
than others. There are always going to be people who are
only going to look at one thing, or who are incapable of
managing that kind of a system.

But I think it ought not discourage us from having
it available. Whether it's the child of a parent utilizing
it or the parent themselves, I think we ought to have it
available, it ought to be modified to the extent it can be
to make it a more realistic test of what expectations would
be: if I'm healthy, if I am chronically ill, what my
expectations of use would be.

So I guess my concern is that we ought to
discourage them from pulling stuff out because they're not
sure how to deal with it, that we ought to certainly
articulate a strong view that more tools ought to be
available to the beneficiary in making decisions, and I
think it ought to be not only the premium but in fact the
extent to which we can improve the information on cost
sharing so it is a more useful tool for folks to manage, I

think is going to be critical.
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I think anything short of that would be a real
disadvantage for beneficiaries. It isn't perfect as it is.
It isn't easy to use, but at the moment it's the best thing
we have and it can be improved upon. So I would send that
message very strongly in any report that we would have.

DR. SCHMIDT: We'd like to clarify one thing that
was in the mailing materials. That is, after the mailing
materials went out we had other conversations with CMS and
it's not so definitive that they plan to drop the out-of-
pocket estimates in 2006. They're still considering their
options.

MS. BURKE: Let's make that clear.

DR. MILSTEIN: First I want to reinforce my prior
suggestion that informed beneficiary choice of plan I think
could be very much improved if it took advantage of current
best available tools of predictive modeling. We have made a
lot of progress, actually primarily in other applications of
predictive modeling, than improving a beneficiary's ability
to know how much enrolling in a particular plan is going to
cost them personally in the subsequent year. But those
advanced predictive modeling tools are not currently part of
the Medicare program, the Medicare plan finder.

If you then take the next step and say, what would
it take for Medicare beneficiaries when choosing plans to be
able to access or get the benefit of current advanced
predictive modeling tools? It would require Medicare

beneficiaries to be able to authorize the pushing of their
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personal prior 12 or 24 months worth of claims history into
the predictive modeler. Now that in turn would require CMS,
for its fee-for-service database, to mobilize it and have it
available such that if a beneficiary said, I'd like to know
for me personally, given my personal health history, what my
likely expenses would be in Plan A versus Plan B. There's a
fair amount that Medicare would have to do with the
traditional Medicare database to get a ready for use in a
customized and fresh feed into best available predictive
modelers, but not undoable.

MR. HACKBARTH: Do employers do that currently or
does that have a direct feed into the software so that --

DR. MILSTEIN: More advanced. Not all by any
means .

If you think about it, once somebody was in a
plan, if they wanted to model what the implications would be
of switching plans, that same easy availability of personal
claims history would also be something that would be their
entitlement when they're in a Medicare Advantage plan.
They'd be able to take their current history and then run it
through the modeler.

DR. REISCHAUER: Can I just ask a question on
that? That is, to the extent these plans are offering
benefits that are in addition to the Medicare required
benefits and that's a very attractive aspect of these plans,
might not this particular methodology that you're suggesting

provide them with a biased set of information? Because it
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will say, of your Medicare-eligible costs you'd do a whole
lot better, but the person is really interested in their
vision and dental costs. So you'd be steering them maybe in
the wrong direction.

DR. MILSTEIN: There's no question that your
accuracy in predictive modeling would be higher if you were
modeling future health care use based on a plan that had
identical benefits as the plan you had been in. But that
said, you could still get a lot of predictive power, even 1if
yvou were coming out of a plan that had a different and more
lean set of benefits than the one you were thinking about.
So a predictive modeler would still work, just it's accuracy
would go down by a certain number of percentage points. But
it would still be a much more accurate predictor than what
we currently do which is, how old are you, what's your
gender, and please answer the following short list of
gquestions about what you can remember about your health
status. Your ability to then anticipate what a plan is
going to cost you out-of-pocket is going to be far reduced
relative to what a really good predictive modeler,
interacting with your claims data, even for a plan that had
a different benefits schedule, would be able to accomplish
today.

The second point I want to make is, if we think
about such a world in which Medicare beneficiaries would
have something better than their sons and daughters to try

to figure out which is the best deal for them, as it were,
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yvou would also want to be able to think about a modeler that
would distinguish between what a plan would cost you if you
did and did not accept the plan's preferred option.

So for example, if it's a Medicare Advantage PPO
plan and I go out of network, I'd like to know -- you'd have
to have some ability for people to know how much of it would
cost them if they stayed within their plan's recommended
formulary and recommended network versus if they strayed,
because that would in most Medicare Advantage plans have
significant, different implications.

So those are my two comments. The first is the
one I wanted to emphasize, but these are things that are
easily within current technology and I think that we'll look
back on the current period in which people were asked you --
we gave people predictions based on age, gender and then
filtered it through their sons and daughters and say, how
did we ever accept that, because I think we can do much
better.

MS. BURKE: That would be a great thing to get to
when we could get ticket to it. It occurs to me, Social
Security currently does an analysis and we each get a letter
-- maybe it's age-based and only some of us get the letter -
- each year that calculates what it is that our retirement
benefits would be. It's actually quite a useful sort of
document.

Similarly, you could imagine, to the point that

yvou would have available or an outside contractor could have
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access to the Medicare files, a similar letter that would go
out that would say, last year you used X in terms of your
benefits. That might allow people to use the current model
even 1f we begin to have access to the more advanced
predictive modeling. But to the extent that Medicare could
do that in is similar form, there's history there in Social
Security. Whether there's a similar kind of opportunity
with Medicare as at least a first step it might well be a
useful tool for someone to say, this is what happened last
vear. You used the following services.

To the extent that we could have access to that
might at least move us in that direction, which I think over
the long term would make a lot of sense.

MR. HACKBARTH: Given the nature of this report,
this commission, obviously we don't have the wherewithal to
review specific tools and say, this is the one you ought to
use. So we're simply pointing in a direction and realizing,
I think we need to reflect in the attached language that we
know that there some issues to get from where we are today
to where Medicare ought to be in the future.

So the message that we want to convey is there is
a different way out there, it's being used in the real
world. This is very important, and we urge that you move in
that direction with some dispatch. I don't think we can go
too much further than that.

DR. MILSTEIN: I just want to reinforce, most

people who are in a plan may well not realize, based on last
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yvear's change in health status, there's a lot better value
plan for them in their community available now. So I really
want to reinforce Sheila's notion of it being something that
is actively made available to beneficiaries when, based on a
fresh review of their health status there is a plan that
represents a better value in their community.

DR. SCANLON: Following up on the last couple of
comments, I think that we do need to emphasize what the
short-term recommendations we want CMS to consider versus
the longer term. I have no issue that it may be ideal to
get to a point where beneficiaries have actual information
about their experience and that they can put into some
system or some model and get some recommendations.

Nancy-Ann can probably tell you better than I, but
Medicare is not there today in terms of getting that
information on any kind of a timely basis, and the kinds of
system changes that would be required to do this are really
gquite dramatic. Social Security 1s a piece of cake in
comparison to Medicare. We have had about a decade of
trying to modernize Medicare's information systems and we're
still very far from being anywhere close to what you might
think of is reflective of today's technology, because all
over the world things are happening amazingly with respect
to IT. But Medicare is still not there.

So I think we need to emphasize for CMS the short-
term changes are also critically important in terms of what

kinds of things to highlight in plan finder, what kinds of
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things to highlight in other materials. I think some of the
suggestions in the report are very good.

Distributional issues are big. Diabetes, the
number there surprised me in terms of, we've got a lot of
people with a diagnosis of diabetes who are not going to
occur necessarily that much expenditure. But we've got in
extreme who are going to incur a lot, and people need to
know about that.

The other thing I would say, and this is in part
in reaction to Ralph's comments. I don't think we know a
lot about cost sharing either by plans or beneficiaries, and
that's appropriate because our question was, are plans using
cost sharing to skew their populations? I think we
basically found that they're not for the most part. There
may be some exceptions. So that question is answered.

But in the process of doing this we discovered the
difficult that consumers will have in terms of trying to
pick a plan, and that's an area where we need to try to make
some progress. So I think moving in that direction is a
positive step and goes beyond the narrowness of the original
gquestion that we got from the Congress.

DR. REISCHAUER: Following on what Bill said, it
strikes me that the bottom line of this is that our
examination found that there was no evidence or no
conclusive evidence of egregious benefit design to skew the
risk pool that a plan has. This might be because CMS does

have the authority to look over their shoulders, and maybe
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you want to strengthen that authority a little bit. It
could be because any commercial plan would be foolish to get
itself in a position where CMS announced or the public
announced this plan has maliciously designed its benefits to
screw the sick, and they wouldn't be able to market for
yvears in that area.

Given that situation, we should look at these
options and dip into the least intrusive it strikes me.

More information for beneficiaries, better, more modern
tools for making these estimates, fine. More resources for
CMS if it feels that it needs them or we think it should.

If plans and CMS thought it would be beneficial,
the existence of safe harbors I think makes sense, just to
ease the burden, unless plans say we really don't care about
that and CMS says it really wouldn't reduce our workload
very much. But going much beyond that really at this point
isn't necessary, given what this analysis shows.

While I'm sympathetic to Arnie's world, I do see
that it's somewhat in the future and I think that there
really are limits to the extent to which Medicare
beneficiaries are going to rely on these kinds of
information and tools. All the evidence we have about the
way Americans make decisions with respect to consumer items
and even things like health suggest that they aren't
extremely analytical. Even when they have all the tools in
the world and all the analytical information they could have

they turn to their neighbor and say, what do you have and do
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yvou like it?

When you think about this kind of decision, lots
of people who are making these decisions are basically
healthy. If they are halfway through treatment for an
episode of cancer they usually aren't looking around for
alternatives. If they are in a plan and they have developed
cancer and are halfway through the episode, they often are
more concerned about their perceived quality of care that
their receiving and their relationships than they are with
the cost sharing.

So even i1f we provide lot of water here, it's not
clear the horses are going to drink, I think. That's not an
excuse for not doing it so that 30, 40 years from now when a
new generation of beneficiaries who are analytically
oriented and all have engineering degrees comes of age, this
will be useful.

DR. MILSTEIN: I certainly agree with a lot of the
empirical findings you cite today that given the challenges
of being an informed consumer that most consumers opt not to
do it. But I think my enthusiasm for the version that both
Sheila and Nancy alluded to i1is precisely because it would
not require any energy or analytic effort on the behalf of
the beneficiary. That is, what I'm envisioning here is
something analogous to a blue light special at Kmart where
essentially on a periodic basis, based on a beneficiary's
personal health history, if there is a plan available to

them that would represent a lot better bargain, the blue
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light goes on and they are alerted to it. They can turn it
down or not turn it down. But you don't have to be an
engineer in order to respond to a blue light special.

DR. REISCHAUER: But you talked about better wvalue
and better value seemed to be cost-sharing premiums. But
there are a whole lot of other dimensions to health care
that people are concerned about; their relationship with
individual providers, the distance to those providers, the
range of providers and all that, and you can't bring goes
in.

Now that doesn't mean you shouldn't provide this.
But the blue light special is usually a product everybody
knows all the dimensions of and what people are comparing it
on is relative cost.

DR. MILSTEIN: I think that Bob's point is
absolutely right that there are certainly a lot more
dimensions to which plan I pick than price only. But that
said, I think we can do a lot better than we're currently
doing to help beneficiaries anticipate what the out-of-
pocket cost to them would be of a given plan option which is
the scope of what I was addressing.

The other thing is this comment about we know that
Americans default to what the person over the back fence
tells them they should do with respect to health care. I
think that is a default and I think it remains to be seen
whether or not if we made it easy and transparent and

trustworthy whether or not a lot more Americans wouldn't
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feel comfortable with alternatives to what their neighbor
tells them over the back fence.

DR. WAKEFIELD: Just a comment and a question,
staying with Bob's horse and water analogy. My comment is
an interest in ensuring that all the horses that choose to
drink have the option to get to the water and they know
where the water is. So following up on that my point is, it
seems to me it might be worth mentioning somewhere in this
report a comment about any extra effort that individuals
view as necessary to ensure that vulnerable populations
within the larger beneficiary pool have access to
information.

So for example, I think having web-based
information is a terrific thing and knowing that plan finder
is there, it sounds like that's an excellent resource. Some
limitations, but overall an excellent resource. But I'm
concerned about those minority groups, rural populations
that at least today and for the near-term foreseeable future
may not have access to information that way. True, there's
a 1-800 out here. How do we ensure that as many people as
possible know that that exists, for example?

So just a nod to recognize that perhaps some
particular attention needs to be paid so that everybody who
wants to avail themselves of information is aware that.
Maybe there could be that sort of a comment made in the
report, because I'm not sure that this information is going

to diffuse out in as smooth and organized a fashion as we
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might hope it would.

The question I've got for you is, in terms of
avenues for providing information, this function carried out
by SHIPs at the state level, are those functions funded
purely through Medicare or is there any responsibility for
the state to pick up some of this pushing information out
the door to senior citizen centers and so on?

DR. BERNSTEIN: Most states, either through their
offices of aging or insurance provide additional support to
the SHIPs. The last survey I saw there was huge variation
in the extent to which they received help from either the
states or from other organizations that they partnered with.

DR. WAKEFIELD: So this is not a fully Medicare-
funded activity then when people are trying to move
information out to beneficiaries?

DR. BERNSTEIN: No.

DR. WAKEFIELD: That's a concern from my
perspective in terms of equal access to information for
those states that have the resources to put on the table to
support this information on a federal program versus those
states that either choose not to or don't have the
resources.

DR. BERNSTEIN: They definitely need help from
other organizations. In some states you can go to a SHIP
and you can sit down with a counselor for hours who will
pour over this stuff with you or help you over the phone.

Other states have much less support to the SHIPs.
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DR. WAKEFIELD: It seems to me highlighting that
as a potential problem in terms of access to information
ought to be part of this report as well.

MR. HACKBARTH: We are at the end of the allotted
time so I really want to try to, as quickly as possible,
bring this to a conclusion and provide some direction for
the staff on the issues of CMS negotiating authority and
preventing discriminatory benefit designs, the other two
components here.

I agree with a Bob's summary that on the immediate
gquestion we were offered, is there a lot of this activity of
discriminatory benefit designs, the answer is no, based on
what we've been able to find.

Having said that, it was not zero. There were
some instances, so I think what I'd like to see us say along
those lines is that if it were to increase, it would be a
problem. But because it isn't a problem right now we don't
want to, as Bob recommended, go into the excessively
regulatory restrictive options. They are simply not merited
based on the facts we have in front of us.

I am personally concerned that if it were to
proliferate, if we would have more plans with low cost
sharing for everybody except for cancer patients, that that
is detrimental to the Medicare program, to Medicare
beneficiaries, to the other private plans in the
marketplace. I think maybe a way to strike the appropriate

balance by assuring that CMS has in fact that negotiating
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authority and isn't limited to simply pleading with plans or
threatening to put their names in the newspaper but can say,
this i1s an unacceptable discriminatory design.

Now I have a question about that. When we were
discussing this issue, briefing congressional staff on it,
at least some of them thought that the existing MMA language
which grants CMS authority on discriminatory design for drug
benefits actually was broader and covered local MA plans.

DR. SCHMIDT: It does. The language basically
says that CMS has authority similar to that of OPM for
administering FEHBP, and OPM's authority is quite broad. It
includes setting minimum benefit standards.

If you look, however, in the proposed rules that
CMS has written about the MA plan, they're interpreting
this, similar to, to mean that the Medicare benefit is a bit
different. That there is a defined A, B fee-for-service
benefit and they don't think that they have authority to
negotiate about that.

However, when we move into a world in which there
is bidding, plans are bidding on the A, B benefit, there's
some rebate money that may result and CMS thinks it does
have authority to negotiate on the level of benefits
provided with those rebate dollars.

DR. MILLER: The point is, although the
legislative language implies it's very broad, FEHBRP-like,
the regulation could be read to mean that they're going to

negotiate on a much more narrow platform, which is the
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rebate that the plan is giving. Glenn, to your point, if
yvou want to be clear that the Commission thinks that the
authority should be broad, we could make a statement that
the interpretation might track more closely to what we think
the law says. Is that fair?

DR. SCHMIDT: I think that's a fair comment.

MR. HACKBARTH: Let me advance to two other
specific ideas that have been discussed. So we think CMS
ought to have the authority. Now are there additional steps
that ought to be taken? One idea that has been suggested
multiple times is the idea of a safe harbor. If you don't
want to be subject to CMS's discretion about this you can go
into a safe harbor, which is clearly defined as non-
discriminatory, and be okay.

I'd like to ask our plan people their reaction to
that concept. John and Jay and everybody else who wants to
leap in.

MR. BERTKO: Going to page 14, I think that the
bottom three, the safe harbor, possibly the
standardizations, and then the last one, which is the
catastrophic cap which I view as a subset of the safe
harbor, would all be workable types of things.

MR. HACKBARTH: The catastrophic cap was going to
be the next one that I go to, whether we ought to recommend
that there be a catastrophic cap.

MR. BERTKO: The first one I would make two points

on. I think I made one a while back and the staff here have
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acknowledged this, if you have standard plans, they tend to
become obsolete after a while. I would also suggest that in
the context of January 1, 2006 there's a lot of uncertainty
on the new programs, and rather than introduce additional
uncertainty, using two, three, or four of these options
would allow permission but not require it.

So for example, the safe harbor in my
interpretation says, 1f you're in the safe harbor you go a
quick pass through. If you decide to do your own you have
then the possible burden of defending that, and to me that's
gquite acceptable.

MR. HACKBARTH: That's helpful. I was taking
number one off as maybe a bit of an over-reaction to what we
have seen to this point. I was focused on two, and four on
this list as opposed to designing the modular benefits,
which I think is a lot of work to do to set up that system.
So I was really --

DR. REISCHAUER: The catastrophic cap could be an
alternative element of the safe harbor. Choose this benefit
design or you have a catastrophic cap.

MR. HACKBARTH: Exactly. It could be a choice for
the plan. Jay, did you have any thoughts?

DR. CROSSON: Similar thoughts. I agree with
Bob's analysis here that the narrow question that the
Commission was asked, is there evidence that plans are using
benefit design to drive selection? The answer is there does

not appear to be much evidence.
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But in the analysis, as well as the initial
intuitive look at this, there's been a concern that while
that may be true, in a small number of plans there may be,
advertently or inadvertently, an effect on a small set of
vulnerable individual beneficiaries who happen to find out
that they have a disease for which the burden then in a
particular plan would be beyond their ability to manage.

So I think I also agree with Bob that whatever we
recommend as a fix, given the answer to the narrow gquestion
being negative, often to be narrowly designed. It also
ought to be effective and we ought to have the sense that it
probably will work.

Now as I looked at these, I think I agree that the
first one seems to be as over-reaction. I also agree with
John that probably any one of the other three would work. I
was actually most attracted by number three, not so much
that I think we ought to go hog wild and design modular
benefits well beyond the problem identified, but I wondered
about whether a narrower approach, one really focused in on
a smaller subset of non-discretionary services, might in
fact be an approach that is more tailored to the problem
identified. I don't know whether the right term then is
modular benefits. It might be something more, a targeted
beneficiary protection standardized benefit.

MR. HACKBARTH: I think you and I see this in a
gquite similar way. I am quite concerned about

disproportionate cost sharing on people with serious
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illnesses where the services are basically non-
discretionary. I have little tolerance for that. I think
that's for one purpose and for one purpose only, which is to
skim good risk or eliminate bad risk. But we don't want to
over-react. We're not seeing wholesale evidence of that.

I think the modular benefits concept is an
interesting one, but I am reluctant to recommend something
that I don't really fully comprehend how it would work.
Maybe what we could do is have some text language that says,
there are some particular areas of concern. Based on our
last discussion, I think there was general concern about
high cost sharing or disproportionate cost sharing on non-
discretionary service. We could include reference to that
in the text and say that maybe one thing that CMS could do
in the exercise of its discretion is focus in on those
sensitive areas and define the safe harbor idea for those
particularly sensitive areas. Would that meet your --

DR. CROSSON: Yes, I think that's essentially what
I was saying.

MR. HACKBARTH: We are 10 minutes over right now.
I don't want to cut off any important comments but please
keep them brief.

DR. SCANLON: I'd like to suggest that we think
about this catastrophic cap, because in part it's only an
extension to the local plans since we already have a
catastrophic cap in law for the regional plans. I think

that's probably one of the most important things you can do.
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It's the thing that's missing in traditional Medicare. You
talk about a person who has non-discretionary services, in
traditional Medicare they're also incredibly vulnerable.

MR. HACKBARTH: So you're arguing in favor of the
catastrophic cap?

DR. SCANLON: I'm arguing in favor of the cap.

MR. HACKBARTH: Just to be clear, what I would
envision is that we would recommend two and four. So we
would recommend that a catastrophic cap be established as
there is proposed to be, or legislated to be for the
regional PPOs.

DR. SCANLON: I think this is a recommendation to
the Congress as opposed to CMS. You do it within your
negotiation authority but you do it --

MR. HACKBARTH: Yes, that is a legislative
recommendation.

DR. REISCHAUER: Are you suggesting that this
would be a requirement or an option for a safe harbor?

DR. SCANLON: I think it should be a requirement.
The Congress has already said that for regional plans there
needs to be catastrophic cap, and that the same kind of cap
could be applied in local plans. I don't understand why it
wouldn't be, especially given the evidence that we have
found, that there are plans for which there can be extremely
high expenses for certain individuals. It's not a lot of
plans, as we have shown, and it would be protecting a

relatively small number, but extremely affected individuals.
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MS. BURKE: Nancy-Ann and I were just chatting
about this. There's an interesting question here. The
Congress has historically talked about catastrophic caps in
the broader context. This is a relatively narrow context.
Query how it will be perceived. We're talking about it
solely in the context of the plans. Bill is right, they've
just done it in the context of the regional plans. We would
now be saying it in the context of the Medicare Advantage
plans. Query the historical discussion around fee-for-
service and the whole context of a catastrophic cap. It has
some interesting political overtones that we may want to
reflect on. It's an interesting set of issues.

DR. REISCHAUER: I just have two short comments
related to what Jay was talking about. One is that as we
fully phase in risk adjustment, some of the incentive that
existed when we were collecting this data should be even
smaller than it is now.

The second comment would be with respect to option
three there. I have the feeling that when we're looking at
cost sharing we're talking about the front door of the barn,
but we're leaving the back door open, and does it make any
sense to close the front door? Cost sharing is certainly
one way to affect the attractiveness of different risk
groups to your plan, but so is the nature of your provider
group, the geographic location of the facilities. Plans
have all sorts of other tools they could use if they were

perniciously interested in affecting this besides cost
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sharing, which is in a sense, the most overt and easily
detectable one. So we shouldn't put a lot of effort into
closing the front door of the barn if we're going to leave
the back door open.

MS. DePARLE: Just a small point. We do need to
clarify the authority because I agree with Mark, the way
I've understood it is that they were thinking of their
authority to negotiate almost as an actuarial exercise. It
probably needs to be clarified that we think it should be
broader.

But in addition to that, I think we need to make
the point that CMS also needs to have the capacity, the
oversight capacity here to do what it needs to do. While
OPM is being held up as a standard for this, I at least
recall when I was the budget person at the Office of
Management and Budget responsible for OPM, hearing from them
multiple times and actually having the impression myself
that they really didn't have adequate resources to do what
was being advertised on their behalf, and what they're doing
is much different than what we're expecting CMS to do for
the plans. So I'd like us to make the point about capacity
too.

MR. HACKBARTH: Anvbody else?

DR. WOLTER: Just real briefly, just to put a
minority opinion on the table.

I think the issue of simplification is an

important issue. I think the complexity of the choices is
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very high. From the provider standpoint, the intersection
between the plan benefit design and the copay, et cetera,
and the billing done by providers is a huge source of
dissatisfaction to patients and comes through very strongly
in patient satisfaction surveys and other things. I worry
about that piece of this.

There's also a fair amount of cost on the provider
side because often it's the provider who becomes the source
of information to the patient about benefit designs. We
have found this, for example, in the drug discount card
where there's huge dissatisfaction with the complexity of
the choices and we become the resource, so there's a fair
amount of cost and time spent there. So I wouldn't discount
the first choice up there entirely. I think this is an
issue for seniors and it's an issue for providers.

MR. HACKBARTH: Anybody else? Arnie, last word.

DR. MILSTEIN: The option for catastrophic cap,
that can be interpreted in a variety of ways. Some ways of
interpreting it could work very much to the disadvantage of
efficiency improvement in the Medicare program and in the
American health care industry overall. We don't have time
to discuss it, but maybe in our recommendations we could
take that into account.

I want to refer to my earlier comment, are we
talking about, for example, if Jay's plan or John's plan
offers a PPO Medicare Advantage option, would we want the

catastrophic cap to apply to out-of-network care, non-
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formulary drugs?

MR. HACKBARTH: We need to move on for right now.
I anticipate that we'll have some draft recommendations for
tomorrow that we can consider at that point.

Thank you very much. Good work.

Next up 1s imaging services and strategies used by
private plans.

MR. WINTER: Good morning. I'll be talking about
our research on strategies used by private plans to manage
the volume and quality of imaging services. This work arose
out of a chapter of the June 2004 report in which we
explored tools used by private plans to improve the quality
and reduce the cost of health care services. 1In that
chapter we discussed ways in which plans are trying to
control the use of imaging procedures while ensuring access
to appropriate care. Since the June report, we've talked to
several plans to gather additional information about these
strategies and to find out how effective they have been.

There are a couple of reasons why we've pursued
this issue. One is our general interest in helping Medicare
become a more prudent purchaser. Another is that we're
seeking options for reducing growth of services paid under
the physician fee schedule without reducing access to care.
Today, we'll summarize what we learned from our interviews
with plans and highlight similar approaches in Medicare
where they exist. Our goal for the March report is to

recommend ways for Medicare to better control growth in
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imaging services while improving their safety and quality.

Before we get to the private plan approaches, I'd
like to start off by reviewing trends in the use of imaging
services by beneficiaries.

On a per capilita basis, imaging services paid under
the physician fee schedule have grown by an average of 9
percent per year between 1999 and 2002. This compares with
3 percent average annual growth for all fee schedule
services.

The fastest growing imaging procedures were MRI,
nuclear medicine and CT. Total spending for imaging
services paid under the physician fee schedule was $6.5
billion in 2000 or 14 percent of total fee schedule
spending. Radiologists accounted for about half of imaging
spending and cardiologists for about one guarter.

Independent diagnostic testing facilities or IDTFs
accounted for 7 percent of imaging spending but payments to
these facilities doubled between 2000 and 2002. IDTFs are
facilities that are independent of a hospital or physician
office would provide diagnostic tests under physician
supervision. They're paid fee schedule rates and are
subject to special rules set by Medicare which we will touch
on later.

The findings I'm going to present are based on the
following sources. We interviewed medical directors and
other staff at eight private plans and two radiology benefit

managers, which are companies that contract with plans to
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provide radiology services to enrollees. We also spoke with
organizations that develop accreditation programs for

imaging providers such as the American College of Radiology.

Finally, we reviewed literature on programs used
by insurers to manage imaging services. However, we did not
find many of these studies.

The plans are generally seeking to address similar
issues. They are concerned about the proliferation of
imaging equipment among ambulatory providers, which they see
as stimulating demand. They note an increase in the use of
imaging services by physicians who place eguipment in their
offices, particularly non-radiologists. There is a concern
that many of the non-radiologists ordering or performing
studies aren't familiar with the clinical guidelines for
when a particular test is appropriate. The plans also want
to protect their enrollees from unsafe or low-quality
providers. And finally, they are seeking ways to counter
rising consumer demand, driven in part by direct to consumer
advertising.

Here is a list of the main strategies that plans
are using to address these issues. Most plans have
implemented at least a few of these policies. Some plans
have been relatively aggressive in their choice of
strategies. Others have been less so. We will summarize
each strategy and focus on how effective it has been.

Plans were often unable to quantify reductions in
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volume or spending related to individual approaches. 1In
many cases, multiple programs were implemented at the same
time. Although we're still analyzing how feasible it would
be for Medicare to adopt any of these approaches, we'll
mention parallel policies in Medicare where they exist.

Several insurers said that they require outpatient
imaging providers in their networks to meet basic safety and
quality standards. These relate to the quality of the
equipment used and the images they produce, the
qualifications of technicians performing the tests, and the
physicians who interpret the images and patient safety
procedures including monitoring of radiation exposure.

Plans may develop their own criteria or require
providers to become accredited by private organizations.
Providers that fail to meet the standards are dropped from
the network.

The goals of this policy are to ensure basic level
of safety for enrollees, to reduce the need for repeat tests
caused by low-quality images, and to weed out ungqualified
providers.

In terms of effectiveness, one plan that
implemented standards did not experience reduced volume. On
the other hand, a radiology benefit manager claimed that its
programs achieved savings of about 5 percent. According to
two studies, plans that combined facilities standards with
physician privileging were also able to reduce spending.

Currently the government sets standards for some



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

54
types of imaging facilities. However, these standards are
sometimes not comprehensive or well enforced. Although CMS
does not regulate imaging services provided in physician
offices, it has set minimum standards for independent
diagnostic testing facilities. These these relate to the
qualifications of non-physician staff, the equipment and
supervising physicians.

However. CMS does not review the quality of the
images produced in these facilities or their safety
protocols. It also appears that the standards are not
vigorously enforced. For example, each facility is subject
to an initial site wvisit but there are usually no follow-up
visits.

Another Medicare example is that many carriers are
providing that providers of wvascular ultrasound either be
accredited or use credentialed technicians. Outside of
Medicare, the FDA regulates mammography facilities. It sets
standards for the equipment, technicians and the physicians
who interpret the images and it also conducts annual
inspections of each facility.

The Nuclear Regulatory Commission licenses nuclear
medicine facilities. However, there are no federal
requirements for MRI or CT imaging that would apply across
all settings.

I will move on now to the next private-sector
strategy which is physician privileging. In privileging,

plans limit the payment for performing and interpreting
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certain procedures to qualified specialties. In most cases,
privileging programs permit or restrict payment to an entire
physician specialty based on the training a specialty
receives in residency programs. In some cases, privileges
are linked to individual physicians based on their training
and credentialing. Privileging, we noted, is often combined
with facilities standards.

In the more restrictive version of privileging,
radiologists are allowed to provide most services consistent
with their training. Other specialties are more restricted,
however. For example, cardiologists would only be permitted
to provide nuclear cardiology and cardiac ultrasounds. Some
programs we heard about are less restrictive and , only
place limits on primary care providers and podiatrists.

The goals of privileging are to prevent poor
quality studies that lead to inaccurate diagnoses or repeat
tests. Plans report that there's often significant
opposition to privileging, at least initially. Plans also
told us that this approach leads to modest savings due to
fewer overall tests. And they also noted that privileging
is less expensive to administer that other strategies.

Currently in Medicare, physicians are paid for
medically necessary services provided within the scope of
practice for the state in which they are licensed. In other
words, Medicare generally does not restrict what services
physicians can bill for as long as they are medically

necessary. However, there are a few exceptions. CMS
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recently decided to cover PET scans to diagnose Alzheimer's
disease in certain patients with mild cognitive impairment.
However, these tests can only be interpreted by physicians
in certain specialties with expertise in reading these
scans.

Another example, Medicare only covers power
operated vehicles or scooters if they are ordered by certain
specialties such as physical medicine or orthopedic surgery.

And finally, chiropractors can only be paid for
one type of service and are not allowed to bill for any
imaging studies.

The next private plan strategy consists of
programs to increase compliance with clinical guidelines for
the appropriate use of imaging services. The least
restrictive of these approaches is educating physicians
about the appropriate use of imaging. An example of this
would be offering online clinical education.

Another approach is to profile the physicians' use
of imaging services. In profiling, plans compare
physicians' use to peer benchmarks and identify physicians
who account for a high amount of imaging spending. Plans
then educate these physicians about the appropriate use of
imaging.

There is an example of profiling in Medicare.
Medicare's quality improvement organizations sometime engage
in physician profiling to improve the quality of care for

some conditions. They analyze variations in physicians
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practice patterns and provide them with feedback. The next
presentation will focus specifically on profiling issues.

The most restrictive of these three approaches is
preauthorization. Most plans we interviewed require it for
PET scans while a few also require it for MRI and CT
studies. Two of the plans that require preauthorization
experienced initial savings due to denials of requests.
However, the denial rates declined over time as physicians
learned the criteria for approval. Other plans claimed that
preauthorization is ineffective at reducing volume and that
it is expensive to administer.

We learned about a couple of variations on
preauthorization. One plan requires physicians to notify it
when they plan to order certain studies. The plan suggests
alternatives if another test is more appropriate but does
not deny payment. Some plans require physicians to consult
with radiologists before ordering studies. And in some
cases, the radiologist is responsible for approving the
order.

We are not aware of any preauthorization programs
and Medicare.

Many private plans using coding edits for imaging
services. One type of edit detects improper billing codes
such as unbundling of services. Another type of edit
adjusts the payment for multiple procedures done on
contiguous body parts. An example would be CT of the

abdomen and CT of the pelvis. The first procedure is paid
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at its full rate while the second procedure is paid at half
its normal rate. The premise is that the second procedure
takes less time than if it were performed separately because
the patient has already been prepared for the procedure and
the machine is already set up and running. Usually only the
technical component fee, which covers the cost of the
equipment and the technician's time is adjusted.

Plans emphasize that coding edits should be
communicated to physicians so they can bill correctly. A
company that develops coding edits for imaging estimates
that they reduce spending by about 5 percent.

Medicare has developed a system of coding edits
for all services called the Correct Coding Initiative.

These edits detect improper billing such as unbundling, and
claims that include mutually exclusive services. Medicare
does pay a discounted rate for multiple surgical procedures
provided in the same encounter. However, there is no
similar policy for multiple imaging procedures.

It is worth noting that 40 percent of Medicare
claims for CT services include two or more CT services on
the same claim. CT of the abdomen and the pelvis are billed
together most frequently. When this occurs, Medicare pays
the full rate for both services.

Now we'll turn to the remaining two private sector
strategies. Some plans have created two tiers of imaging
providers, preferred and non-preferred. Providers in the

preferred tier are willing to accept lower plan payments in
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exchange for higher patient volume. In some cases, they
must also meet quality standards.

One plan charges its enrollees lower copayments
when they use a preferred facility. Current law makes it
difficult for traditional Medicare to create tiered
networks. For example, current law does not permit Medicare
to vary beneficiary cost-sharing by provider.

Finally, several private plans attempt to educate
patients about the risks, benefits and appropriate use of
imaging procedures. These efforts are meant to counter
demand stimulated by direct to consumer advertising.
Medicare has developed several beneficiary education
programs in areas such as vaccination, cancer screening and
disease management but we're not aware of any education
specifically related to imaging.

However, the NIH has developed web-based consumer
information on various imaging modalities. Perhaps Medicare
could target this information to beneficiaries.

For our next steps, we plan to analyze how
feasible it would be for Medicare to implement any of these
approaches. Part of this includes interviewing Medicare
carrier and CMS staff to get their feedback on what the
legal data and administrative barriers might be. We will
also further explore current efforts by Medicare to manage
imaging services.

We would like to get your feedback on the

strategies presented today, which will help us develop draft
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recommendations for you to consider. This concludes my
presentation and I look forward to your gquestions.

MS. DePARLE: In the presentation that we had in -
- I think it was either May or March, sometime in the spring
anyway, about this subject, there were two things that
struck me about it. One issue was self-referral, the extent
to which the medical officer from the Blue Cross Plan of
Michigan and the administrator from the Tufts New England
Health Plan both talked about that as being a problem. You
listed that on here as one of the things that private plans
are trying to address.

So I'm curious, which of the strategies that you
discuss here do you think would most effectively deal with
that problem of self referral? And have you been able to
determine the extent to which that is a big part of the
issue in Medicare, the growth of imaging spending that we
would consider to be inappropriate? Which strategy would be
the most effective in dealing with that? Or would it take a
change in the law?

MR. WINTER: To some extent, facility
accreditation might deal with that. If physicians are doing
imaging in their own offices, they may not want to invest in
the steps necessary to come up to accreditation standards.
But probably privileging is the most effective way to target
this because you're targeting primarily non-radiologists,
who are the ones ordering the test. So if you prevent them

from billing for performing and interpreting the studies,
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there's less of an incentive for them to buy equipment and
install it in their offices.

You could also look at tiering of providers as a
way to do that, 1f you create a preferred tier that excludes
physicians who are ordering the tests and also performing
them. You could limit the providers in the preferred tier.

In terms of your second question about to what
extent this influences growth of imaging in Medicare, we
really don't know. I could actually show you this slide
here, which shows you the distribution of imaging spending
under the physician fee schedule by specialty. So to some
extent, cardiology may be an area where they are actually
performing the studies on equipment in their offices. But
it could be they are interpreting studies that are done in
the hospital. 1It's hard to tell from this. We have to look
at the data in a finer way to get at that.

DR. MILLER: I think the third part of the
question -- I agree about the strategies that would be most
likely to get at it. I think all of them in Medicare would
involve a change in law.

MR. MULLER: Thanks for bringing up this slide
because my question is along these lines.

In terms, of what do we know about the cost
effectiveness of using things like privileging and
authorization and so forth to try to direct imaging towards
a limited set of people; e.g., radiologists, cardiologists,

versus letting it be more open to all specialties? And
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especially given that we know that with the -- again, we
studied last spring and before that, that imaging equipment
technology is getting cheaper -- I shouldn't say cheaper,
less expensive -- and probably more miniaturized and more
efficient and faster, et cetera and so forth. I would at
least hypothesize or surmise that there would be a greater
tendency to spread this to all doctors, as opposed to just
radiologists and cardiologists and so forth.

So if I'm correct in saying the trend will be to
spread this out to all physicians, maybe not chiropractors
but all physicians, do we think it's more cost-effective
based on what we know from the private plans and so forth to
try to limit this to several and use credentialing and
authorization and so forth as a way of limiting? Or is it,
in a sense, cheaper to let internists and others do it who
may have a lower fee schedule on this compared to
radiologists and so forth?

MR. WINTER: The rate of pay would be the same
regardless of who's actually performing or interpreting the
test. So the internist would get paid the same as a
radiologist. That wouldn't vary.

MR. MULLER: For example, 1f an internist reads a
CT -- I mean, by and large, at this moment they don't, they
let radiologist do it. But if an internist read a CT, he or
she would get the same fee as a radiologist?

MR. WINTER: That's right.

MR. MULLER: So in terms of whether we are better
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off trying to limit this in terms of cost effectiveness? Do
we have any evidence on that? Trying to limit it to a
smaller number rather than a larger?

MS. DePARLE: It's also quality. I said I had two
points and that was the other thing I was going to say based
on that panel, is which of these two things goes to the
quality, as well?

MR. WINTER: They all attempt to address quality.
The facility standards are training at the quality of the
facility and the equipment and the technicians, primarily.
And privileging is trying to get at the quality, the
qualifications of the physician who is supervising and
interpreting the results, sold, supervising the tests and
interpreting the results. So they're sort of getting at
different parts of the quality question.

Coding edits is more related to paying
appropriately. And the physician education, beneficiary
education is also trying to drive quality.

MR. SMITH: Thank you, Ariel. As I read the
material, my reaction to what recommendations we ought to
make was essentially all of the above. That for both
quality and management reasons there is some reason to think
that each of these strategies has some value. None have
particularly great downsides and we ought to authorize CMS
to employ all of them.

One guestion, Ariel. You mentioned that CMS

doesn't have the authority to manipulate copays in a way
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that would allow it to create tiered networks. It could
effectively manipulate copays though, by creating tiered
networks with a lower fee schedule, couldn't it?

Without a change in the law, Medicare couldn't
create a preferred network of providers who are willing to
accept a lower fee and, in effect, create a lower copay?

DR. MILLER: Not in traditional fee-for-service.
You can do that within a plan but not --

MR. SMITH: We might want to think about asking
Congress to allow Medicare to do that.

DR. CROSSON: I'm going to structure my comments
using the barn analogy. I'll try to do that all day. So
I'll talk about the front door and the back door of the
barn, using Bob's barn analogy from before.

And again, admitting some difficulty necessarily
extrapolating from the model I am in and have been in for a
long time, the prepaid group practice model, is a different
model. And so some of the tools that we, I think, have used
effectively don't necessarily apply in fee-for-service and
in small solo group practice models.

Nevertheless, I would have to say I think my sense
of this is that the preauthorization model is probably not
going to be terribly effective. It certainly hasn't proven
to be. We use a little bit of that, in terms of radiology
consultation, which works in our setting.

But I think the experience of the '90s is that the

preauthorization approach, in general, is not terribly
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effective. It's very difficult to do, very difficult to
second guess the judgment of the physicians and the like.

I would, in this case, much more favor the back
door. That has to do with the issue of combining profiling
with educational efforts. And even i1f you don't move toward
some particular authority or plan on the part of CMS to
intervene on the basis of the profiling, the profiling
itself is effective for two reasons.

Number one, it often can genuinely be an
educational tool for the physicians, particularly physicians
practicing in isolation tend to not always understand how
their patterns of decisionmaking differ from the rest of the
physician community, particularly outside the geography
where they are. And so sometimes, physicians are genuinely
shocked to find that a pattern of decisionmaking that they
have and believe honestly is correct, turns out to be quite
different from the standard of the physician community.

Secondly, I think physicians are competitive
people. They are, for the most part, individuals who have
spent their life trying to get A's on report cards, which is
not necessarily a bad thing. I don't think most of us would
like to have a physician who is satisfied getting C's. But
I do think that physicians are competitive, and in that
environment will often pay attention to something that looks
like it shows that they, again inadvertently perhaps,
deviate from the norm. And we tend to see, in that

environment, some reversion to what hopefully is an
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appropriate mean.

So we're going to have another discussion about
profiling but I would suggest maybe that we focus in that
direction.

DR. REISCHAUER: Jay, you went to a school where
everybody got A's?

DR. CROSSON: Everybody was trying to get A's.

DR. MILSTEIN: A couple of comments.

First, to the degree there is any evidence on the
question of whether or not this increasing volume of
radiology services is improving health or holding health
constant, is improving the overall cost efficiency of
Medicare spending, would be an interesting question. We're
doing the study because we perceive this to potentially be a
problem and so it would be nice to have some evidence pro or
con, if there is any, on whether it's a problem.

I suspect if Elliott Fisher and Jack Wennberg were
here, they would say they already have evidence to suggest
that the prior volume was not very cost efficient and
therefore it's unlikely that this new increase in volume 1is
likely to be delivering a lot of value. But it's an
empirical question and it would be nice to have some
information about that.

I categorize the problems in three buckets. First
of all, we have what I'll call zero-value studies. Studies
that are done to the population where there is, as far as we

can tell, no health benefit. Secondly, problems in the
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actual quality imaging themselves so that they're not
applied or interpreted correctly. And third is, I'll call
it non-competitive unit prices where the unit price you're
paying does not reflect the most competitive pricing you can
get if there was price competition.

If you think about these three problems and say
what are the intervention options that match up with these
three problems, I think on the first problem, which is the
ordering of imaging studies for which there is no likely
health value, there it seems to me the unit of profiling is
not the imaging center or the radiologist but the referring
physician.

I think if I were to focus on Jay's
recommendation, the profiling with respect to quality and
utilization should be for the referring physician not the
imaging center or the radiologist.

And then the second two problems, that is the poor
administration of the imaging study or the incorrect
interpretation of it or non-competitive price. For that the
unit of intervention and then potentially profiling would
also lend itself. It would also be a little bit more
tricky, but you could also profile those two past
performance. There the unit of profiling, with or without
economic reinforcement, would be the radiologist or the
imaging center.

So I think there's some opportunities to

essentially make some more specific our recommendation
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geared to the two different problems. Problem A is
referring physicians, inappropriately referring -- sometimes
to themselves -- radiology studies. And secondly, the

center or professional receiving the request.

DR. WOLTER: I just would emphasize Arnie's point
on unit pricing. At least in our experience, imaging is one
of those few service areas where there is really a very
large bottom line. And I think that that is maybe the major
driver of at least the expansion of capacity. I think
there's other reasons why volume also goes up.

I hesitate to emphasize that because for some of
use, we use those dollars to subsidize other services. But
almost certainly, the ROI you can drive out of imaging
services really is a major driver of what is going on. So
we should at least maybe mention that in our study.

DR. BERTKO: I just have a quick follow-up to both
Jay and Arnie's comment, that profiling physicians with
imaging seems to me to offer a great opportunity to do two
things. One, within the community, but also across the
nation, because everybody recognizes it's quite different
and just the education component of this might be a very
helpful and straightforward way to reduce costs in the
future.

MR. HACKBARTH: Anyone else? Ariel, do you have
any questions that you need clarified?

MR. WINTER: This is very helpful guidance and I

really appreciate it.
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There was one thought that occurred to me that I
wanted to add to my answer to Nancy-Ann's question about
self-referral which is that studies by the GAO and other
groups in the late '80s, early '90s, found that physicians
who have a financial interest in an imaging center or the
equipment in their offices, order many more tests than other
physicians for their patients. So there's evidence of
increased volume associated with self-referral. So that
could be something that's driving this increase.

MR. HACKBARTH: Thank you.

Next on the agenda is the related topic, somewhat
related topic, of profiling.

MS. MUTTI: This presentation builds on the
examination that MedPAC did in examining private sector
purchasing strategies that we included in the June 2004
report. As you may recall, for that report we interviewed a
number of plans, purchasers and consultants and asked them
what strategies they were using to contain costs. The vast
majority reported that they were profiling or measuring
physicians, as well as hospitals in some cases, on their
resource use as well as quality.

A lot of them also mentioned that they were
pursuing the strategy, and a large part as a result of the
John Wennberg, Elliott Fisher and other research finding the
wide geographic variation in practice patterns. And that
often the practice patterns that were the most intense did

not improve the outcome for patients.
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So today we are hoping that we're responding to
yvour interest in this topic, I think you expressed it last
spring when we talked about it also at our strategic
planning meeting, and then just moments ago.

So today our question is can provider profiling be
used by Medicare to measure relative resource use? And what
are those mechanics and issues that are involved in this
exercise?

We recognize that measuring resource use is only
part of the picture. Of course, you need to consider
quality measures also, and they really should be used in
tandem to determine what kind of efficiency you're gaining,
what kind of wvalue you're gaining for your Medicare dollars
spent.

Our focus today is on physicians. In large part,
this is because they provide a lot of the care and direct
even more of it. It's also a first place for us to start.
We're hoping also to look at resource use measures for
hospitals and look at integration of measuring resource use
for both physicians and hospitals together.

For context, let's start by looking at the
definition of profiling and Medicare's role in profiling
today. Profiling is a technique that examines providers
patterns of care in terms of both quality and resource use.
It involves obtaining information from large databases such
as claims data to identify a provider's pattern of practice

and then compare it with those of similar providers or
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within an accepted standard of care.

Medicare today does not profile its providers for
resource use. As Ariel mentioned, we do profile for quality
to a certain extent. The QIOs can go out and look at claims
data and profile physicians on the frequency with which they
provide certain services, like mammograms, flu shots, maybe
eye exams for diabetics. These results are shared with the
provider to give them some idea of how they are standing,
what areas they may have for improvement. But that
information is not released publicly.

A few CMS demonstrations have encouraged providers
to profile themselves. These include the heart bypass
demonstration, which is akin to the Centers of Excellence
concept, as well as the Large Group Practice Demonstration,
which is expected to be launched shortly.

Also relevant here is that Medicare does not
provide to the public or large purchasers Medicare claims
data with unigue physician identifiers. As we mentioned
last spring, private purchasers have asked CMS to release
this information. It would assist them in profiling their
providers. It would make their data much more
comprehensive. But at least as we've been informed, CMS
feels that this violates the physicians' privacy rights.

And so they are not able to do it at this point.

They are considering whether there's ways they

could aggregate this information so that it would be useful

to purchasers but still protect physicians' privacy.
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This slide brings us to the mechanics of profiling
and how resources are measured. Over the last few months,
as we've talked to plans and vendors of software that's
involved in this, we've learned about several main
strategies. Common to virtually all are the patient care is
risk adjusted and then the patient care is attributed or
assigned to a physician or a physician group. Once that's
done, the physician can be measured on a number of metrics.
I should just note that these certainly can blend together
and also can be used in combination with one another. But
we thought at this point we would just list them separately
to give you a better sense.

The first is you could calculate the rate of a
given intervention. This could be the number of
hospitalizations, the number of emergency room visits, the
number of referrals per 1,000 patients.

The second is annual patient care spending. We
found that this seemed to be particularly used by plans that
had primary care providers acting in the gatekeeper
capacity.

Thirdly, we learned about a metric that measures
services used in episodes of care. Those services may be
reflected in terms of either spending or standardized units.
We also found that this was the most prevalent approach that
we heard about. So for that reason, I think we'll spend a
little bit more time making sure that you can understand and

conceptualize what this approach looks like.
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First, it's probably important to bear in mind
that the scope of an episode can vary. It could be
relatively narrow like just the duration of a hospital stay,
including both physician and hospital services. Or it could
be much broader. It could span across a year or two for a
chronic condition if you'd like to measure the services
delivered for that. It could be something in between also,
all the services surrounding hip replacement surgery or
maybe a bout of ammonia from the first visit to a physician,
perhaps a hospitalization and follow-up care, that could be
the length of an episode.

Just to give an example of how the two can
interact, once you've defined the episode of care you could
look at the rate of a certain intervention, like the average
number of lab tests done for somebody with hypertension.

To illustrate how episode profiling might work, I
will describe broadly the approach of one of the most common
products in the marketplace, Episode Treatment Groups. The
episode starts with an anchor record, that is a claim for a
physician visit or a hospital stay, for example. Then the
episode includes related services for the condition until a
clean period or a period where no claims are filed is
detected. Each episode has its own length of clean period.
Different episodes can occur simultaneously. That's
entirely possible. And chronic conditions may be considered
yvear-long episodes.

The grouper software is key to identifying which



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

74
claims are related to the same episode. The ETG grouper
sorts claims into more than 500 types of vendors. We heard
from other vendors where there was a lot more types of
episodes.

Ideally, the grouper categorizes episodes into
clinically homogenous categories that account for different
levels of severity and link complications to the underlying
condition, recognize the complexity inherent to
comorbidities, and also link together related conditions
such as hypertension, angina end ischemic heart disease.

Once the grouper categorizes the care into
episodes, a provider can be measured on the resources used
for that type of patient, both the total resources and then
the distribution of resources by service.

A host of measurement choices also need to be to
addressed, however, to improve the accuracy of the
profiling. These questions involve what the peer group may
be, what type of care you're measuring, are you measuring
all the care the physician providers or just a subset of it,
what is the outlier threshold. We'll touch on these
questions again later, but let me move on to something else
first.

The idea of this slide is to give you an idea of
what an output of resource use profiling can look like. As
you can see here, we're comparing a peer group to physician
A. We have the average charge per episode. And then we

divide it by service category. You can see physician
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visits, diagnostic and lab tests, et cetera. On the far
right-hand side is the overall efficiency score.

Here we presented it in terms of standardized
dollars. You also have the option of presenting it in sort
of relative value units, similar to how we do with
physicians in Medicare. And here we also have standardized
the spending.

Again, this is just an illustration. I actually
made these numbers up. So the exercise of standardizing is
also a fictitious one here, but the concept is what I want
to get across.

A plan or Medicare, if they would like to reflect
a dollar value, can standardize for differences in payment
levels for geographic that we've already built into our
system for differences in payment levels for geographic
regions as well as special mission hospitals, DSH and
teaching hospitals you pay more for. You may not want to
penalize them. You might want to try and level the playing
field here when you present the dollar value. So you can
standardize that and deal with that issue.

In this illustration, Physician A uses more
services than his peers. That is why he has a 1.20 score.
And in particular we can see that Physician A uses more
hospital services than his peer group. On other service
categories, he or she looks very similar to the peer group.

There are at least two critical attributes of

effective profiling and really, these are guite common sense
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is that it needs to produce accurate conclusions. By
accuracy, we mean that it needs to reflect differences in
practice style, not the relative health status differences
of their patient panel, not statistical error, and not
incomplete or erroneous data.

Unfortunately though, there's little empirical
evidence on the accuracy of episode measurement or on what
the most appropriate level of resource use is. Instead,
most often plans are relying on a comparison to the average
resource use of a peer group. which may or may not reflect
appropriate use.

Private purchasers and researchers also suggest
though that profiling might not have to be perfect to be
useful. They point out that the alternative is the status
quo, which allows for no feedback on the variation and has
resulted in an overuse of guite a number of services.

Private sector purchasers also note that the
accuracy may be improved by using technigques that improve
statistical confidence. This may be requiring a very
significant number of episodes per physician before vyou
actually evaluate them. It may also involve looking at
their resource for only their core services that they
provide, really the bread and butter of a given specialty
may be the ones that you really want to focus on and may
eliminate some of the variation that you see as a result of

health status differences.
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A second attribute of effective profiling is its
ability to encourage physicians to evaluate their practice
style and modify it when appropriate. For this to occur
physicians need to find that the profiling measures are
clinical meaningful, that the process of measurement is
transparent, and that the results are presented in a way
that is actionable to them.

By actionable, I mean that the information is
sufficient to inform a physician's evaluation of their
practice style and suggest a way in which they may be more
in line with their peers, if they feel that that's
appropriate.

A number of design issues need to be addressed in
implementing profiling. I'll touch on them briefly but
we're hoping that our future work will flesh this out more
and we can give you some more information as we do.

A fundamental question is how to assign patient
care to a physician. This task is complicated by the fact
that many beneficiaries see many more than one physician and
then who do you attribute their care to? How much and what
type of care should a provider deliver before she or he is
held accountable for the patient's care? Should they be
held accountable for their colleagues decisions?

On one hand, I think some people would say ves,
that is entirely appropriate. We want a physician to be
invested in the total efficiency with which a given

beneficiary's care is delivered. Others will point out that
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in some cases they are not in control of what their
colleagues decide for their treatment choices and they're
uncomfortable with that kind of designation.

Another question as to consider what kind of care
is measured. As we mentioned, it could be all the care, it
could be chronic care or acute care that you're looking at.
It could be care that you find to be particularly high cost
care and that would be where you want to start in your
profiling. Or it might be care for which we also have
quality measures. That's something to think about also.

Another question is what is the appropriate
benchmark? Are we looking at comparing similar specialties
to one another? Are we looking at similar geographic
regions? Those are things to think about. Another guestion
is how to integrate hospital and physician measurement, as I
mentioned before.

On this slide, there's a series of perhaps more
technical questions, how to adjust for relative patient
risk? I have referred to this so far. Ideally, a grouper
adjusts for this health status and severity of illness
differences, but we know from experience that risk
adjustment is imperfect. Are there other ways to improve it
just beyond getting a sophisticated grouper?

How do we account for outliers? Outliers are
patients that have exceptionally high or perhaps low costs.
How do you want to consider those? Do you want to still

count those against a physician? And similarly, what is the
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minimum number of observations that you want to bear in
mind? This is how many patients or episodes must be
assigned to a physician before you're comfortable measuring
that physician on their resource use?

Lastly on this slide, is how to adjust for care
delivered at special mission facilities? This get at the
idea of those facilities that are teaching or DSH hospitals.
How do you account for the high costs associated with their
missions?

I think this is a sampling. I don't think this is
an exhaustive list of the kinds of issues that would have to
be addressed, but I think it gives you an idea.

So at this point, I'll turn it over to Kevin and
he can talk about next steps.

DR. HAYES: Just to briefly recap, we know then
that the private purchasers are often using profiling
methods. As you can see from Anne's presentation, we've
learned a great deal about those methods already. We're in
a position now just wanting to know how they would work in
Medicare.

So our next steps in this effort involve applying
profiling methods with Medicare claims data.

Given what we've learned from private purchasers,
from consultants, from software vendors, it's pretty clear
that these episode-based methods are state-of-the-art. And
so we would proceed with using those methods.

In doing so, we can then pursue a whole series of
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interesting questions like which episodes are the most
frequent ones experienced by Medicare beneficiaries? During
those episodes how does resource use vary, among market
areas or whatever other unit of analysis we can pursue-?
Also, which services are driving that variation? Is it the
types of imaging services that Ariel was talking about?

The other thing that we would encounter whenever
we apply these methods is that we would confront some of the
interesting design issues that Anne was talking about. For
example, how sensitive are the results to outliers? What
about this matter of focusing on all episodes furnished or
managed by physicians versus focusing in on just those bread
and butter core episodes that physicians are managing within
a given specialty?

So in short then, what we're trying to do here is
to sort of operationalize the methods that we've heard about
in the private sector and see how they would work in the
Medicare program. This would include exploring the
opportunities to try and integrate profiling methods not
just for physician services but hospital care and other
sectors as well.

That's kind of where we are with the project at
this point. We realize that the presentation today and the
paper we sent you for the meeting covered a lot of material.
A lot of it is not all that intuitive and that, too, was
part of the motivation for turning now to the data to try

and put together some more concrete application of these
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methods and bring back to you some examples of how the
methods work.

In the meantime, we would appreciate your feedback
on what you've heard so far and your thoughts about what
vou'd would like to see next on this topic.

MR. DeBUSK: On page five, it says apply a grouper
that identifies clinical and homogeneous episodes, accounts
for variation in severity. Is there quite a selection of
software out there that will do this grouper piece?

MS. MUTTI: There seems to be one product that has
clearly the majority of the market, but there are other
products as well, at least other one.

MR. DeBUSK: May I ask what is that?

MS. MUTTI: The one is the Episode Treatment Group
which was created by Symmetry. The other one that we spoke
about, that we learned about, was the Cave method. Doug
Cave Consulting has its own grouper.

MR. DeBUSK: Thank you.

DR. REISCHAUER: Most of this discussion has been
of the form can you do it? Can you get useful information
out of this? And in the back of my mind is always a
question of if you could, what would you do with it?

In Medicare, there are certain limitations in
Medicare and I want to know from John and Jay, what do they
do with it? Is it educational only? Is it used to exclude
people from networks, which is sort of a much greater

problem in Medicare? Is it used to vary payment levels of
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one form or another?

And also, when you begin doing this kind of thing,
what do the distributions look like? Do you find in these
tables that they are flat, in a sense, that 5 percent of the
people? Or are they highly skewed, and you have a few
people out there who appear to be extremely inefficient or
providing a very different kind of care? And how much of
Medicare's total expenditures are in that tail? So if you
went through all of this and you aggressively then developed
some mechanism for dealing with that. are you going to be
saving 2 percent or are you going to be saving 30 percent?

DR. BERTKO: Arnie can probably respond to some of
this, too, but let me respond with some direct experience
we've had. For about three-and-a-half years we used both of
the system for a variety of practical reasons. Arnie's
colleagues are giving us some emphasis to use one of the
systems and we have an interest in the other.

To your comments though. First of all, it's a
significant amount of money involved. In our commercial
populations we think the potential reduction on cost without
any reduction in utilization -- that is for appropriate
services -- 1s in the neighborhood of 10 percent. In our
experiments in the Medicare data we have, it shows it's an
excess of that, perhaps 15 percent or more.

Number two, your question, Bob, is what's the
distribution on this? Not surprisingly, it varies by

specialty. And without identifying the guilty parties, it's
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as little as 15 percent of docs in the outlier circumstance
-- and we're doing that all not clinically but just on a
strictly math basis, I don't want to make it anything else -
- to as much as 25 percent.

We heard a presentation at a meeting that Arnie
led by union group in Las Vegas that I think saved what, in
excess of 15 percent? 10 to 15 percent by, in this case,
eliminating a number of doctors from their network.

So to your third gquestion about what could you do?
One is to form new networks, which may not work for Medicare
fee-for-service but certainly could work in the MA plan
scenario.

Two, I completely agree with Jay. By far the
majority of physicians not only are under the outlier but
are clustered toward the mean. And this is not in the
closed universe known as Kaiser but in the wide world that
is our footprint across the United States. And I think
there is, in Medicare, an educational ability to show docs
where they are in these things.

Number three, on an anecdotal basis only, when
we've gotten feedback for a physician saying why am I now
not invited into your network, we can show them and say your
use of -- in this case, imaging and lab tests -- is 200
percent of the norm of your peer group in an area, which is
entirely separate from is the area right. But it's way out
there. And so the outliers, in many cases, are way up there

with, at least on a cost basis, no reason that I can see for
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that high amount of use. They are severity adjusted in one
way or another so we can pretty much toss the complaint.

We've had a fair amount of explanation done on
transparency. I have used Doug Cave, in fact, to talk to
docs and say this is what we did. And we adjusted it for
severity this way. And the docs go oh, okay.

MR. HACKBARTH: John, when you say 10 or 15
percent savings, that is total health care expenditures?

DR. BERTKO: In a commercial world we bundle
everything, professional fees, lab, imaging, inpatient,
outpatient and prescription drugs. And yes, it's all
bundled together. 1It's attached to the episode. Some of
the technical questions are still out there.

I would also say that, if I can make one other
comment here, whether or not Medicare uses this, the ability
to either access data or even Medicare's interest on an
educational basis I think could be very positive in terms of
getting things to work better.

When you say that some private organizations have
achieved savings on the order of 10 or 15 percent, is that
through excluding -- total exclusion of certain providers?
Or 1is that through a combination of education?

DR. BERTKO: What most do as far as I know, and
this is an industry statement, is change the tier in which
the provider is. So you can still go to any doctor, but
typically the outlier docs fall into the out-of-network and

then they would be higher there. But at the same time there
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is some amount of education.

I know of one other player using this who is doing
only education. And presumably they're getting some effect
from that.

MR. HACKBARTH: So if, for a variety of reasons,
Medicare is a payer were unable to go to tiered networks,
then the potential saving would be less than the 10 or 15
percent?

DR. BERTKO: I would assume that would be true.

MR. HACKBARTH: Thanks for the clarifications.
Arnie?

DR. MILSTEIN: A couple of comments. First, if
you were to look at the array of options for moderating
future premium increase trend in the private sector and say
which of these are the -- I will call it the more active end
-—- of the private purchasers spectrum and their insurers
focusing on, it's this area. And it's precisely because
there is very few other options that have this magnitude of
vield, in terms of opportunity to moderate future premium
increase.

The second comment is irrelevant to Bob's
question. You sort of say once you develop these profiles,
how are they being used? They are actually being used in
all four conceivable applications. They're being used for
performance improvement coaching for doctors, being used for
public transparency along the lines of that -- it's not

Medicare beneficiaries that only have to pick a plan, but
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within traditional Medicare, given their out-of-pocket
exposure, wouldn't it be nice if they had an opportunity to
know which physicians in their community were less likely to
burn Medicare benefits fuel and cause them to have more out-
of-pocket exposure. So it's used for public transparency.
It's used in pay for performance. It could be used and is
being used in pay for performance, although it sounds a
little counterintuitive to potentially pay providers more
for being leaner in their whole resource use. If you think
about it more carefully, it's actually not irrational at
all. And the third is benefit design, in terms of tiered
networks.

Some of those obviously would be much more
difficult for traditional Medicare to reach than others.

But some of them are applicable to traditional Medicare
easily.

The second point is that obviously the importance
of pairing this with best available quality of care
profiling so that you're confident you're not pushing people
to inappropriately lean physicians or encouraging physicians
to be inappropriately lean. The good news is for those
insurers and purchasers that have actually gone to the
trouble of profiling physicians using best available methods
not only for benefits fuel burn but also for quality, is
that there are plenty of physicians that score very well on
both. The two things have been shown to be not always

correlated but sometimes very highly correlated.
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Another key point I want to emphasize is as you
think about any kind of performance measures in health care,
whether they're quality measures or efficiency measures or
measures of patient experience of care, we know going into
it that the methodology is not going to be perfect. And so
one of the questions that we will inevitably face is not
whether it's perfect but whether it's good enough such that
there would be more benefit to the Medicare program than
risk?

John's point about the importance of the
possibility of collaboration between Medicare and the
private sector is very important. One of the interesting
facets of all of this is the private sector, one of the
barriers to them moving ahead is that unlike traditional
Medicare, in most private sector insurance plans -- and the
same would be true I think of many Medicare advantage plans
-—- don't have access to a big enough database size to have
adequate stability of profiling. Access to the CMS database
in patient protected formats would make all the difference
in the world, both for Medicare Advantage plans and for
traditional plans.

In terms of is it good enough, I want to say that
for me it's significant that where provider organizations,
physician organizations, are bearing any kind of insurance
risk, they tend to us it which to me is a signal that
imperfect though it may be, it's useful and that providers

find it good enough when they themselves at the ones bearing
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insurance risk.

The last comment is that I think this issue of
measuring and introducing some way of reinforcing physician
conservatism and quality of care at the individual level, I
think, will inevitably and hopefully be a part of what we'll
call the SGR dialog that will be taking place between
Congress and physicians and people who are -- I'll call it
taxpayer representatives -- beginning in January. I would
hope that we can make our recommendation on a time frame
such that we are prepared and active and have a stated
position by January because that's when the SGR - if you
think about it, the SGR is a way of profiling all American
doctors as a big clump and saying we're going to hold you
accountable. If you think of it, it's a big pay for
performance program. We're saying if you use a lot of
services, we're going to cut back on your fees.

I think one of the challenges of that has been the
unit of accountability. Doctors judged as a national lump
are not -- it's one of these things where everyone is
responsible and no one individually feels accountable. And
it's a very problematic unit of analysis.

MR. HACKBARTH: Jay, in particular I'd like your
reaction to Arnie's statement that providers, when they are
at risk, do this.

DR. BERTKO: Glenn, may I correct, I think what
Arnie said was that risk takers, namely plans, employers and

other things, are the ones doing this, not necessarily the -
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MR. HACKBARTH: I thought he was saying that
providers -- Arnie, I interpreted your statement as saying
that providers, when they're bearing risk, use this tool.
And that's an indication, although it may not be perfect,
they think it's useful. Did I hear you correctly?

DR. MILSTEIN: Yes.

DR. BERTKO: Plans maybe a little more than
provider groups these days.

DR. MILSTEIN: Yes.

MR. HACKBARTH: Jay.

DR. CROSSON: Thanks. And I was going to make a
comment at least tangentially on that. Again, to predicate
this, I'm not sure that the model that I'm used to is
exactly equivalent to what we're describing here. The issue
of profiling, and we don't use that term in the prepaid
group practice world that I live in, 1is a delivery system
issue. It's not a plan issue, number one.

And it's not necessarily related to stark
financial risk. It's predicated, I think, in the group
practice culture on the belief that there is a better way to
practice medicine. And that is supported by scientific
evidence, which admittedly changes over time. But that
knowledge of and distribution of that information over time
changes physician behavior because physicians, for the most
part, are responsive to facts and change their practice when

they are given that information. And so that's how we use
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it essentially. We use it is both an educational and a
management tool in the culture of a group practice.

We do not distinguish between quality and resource
use. We view those as two issues which fall out of the
process of organizing scientific evidence to guide practice.
It's a cultural phenomenon. It's a management phenomenon.
It's actively supported by these patterns of practice are
not something that are extrinsic. They are developed by the
physician specialists within the group in order to guide
themselves and others. And that's how it is.

MR. MULLER: I want to echo and endorse that
profiling is a good way for Medicare to go, not just because
private plans are doing it but because providers use it as
well. So I will endorse what Arnie and John and others have
said, that providers do use it when they're at risk. 1In
many ways, you can say having a DRG payment puts you at
risk, and APCs are more recent.

I'm just personally familiar with using it in my
organizations for 15 years now, in terms of looking at
patterns utilization against DRGs.

I think it's fair to say my experience too is that
-- I think John said this earlier, there's a lot of cluster
around the mean but then a lot of big outliers. There is
therefore a lot of fruit to be borne in looking at those
outliers.

What makes it more difficult is for all of the

reasons mentioned earlier, you can get the outliers back to
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a mean but it's very dynamic. The patterns of practice
change so quickly. So let's say if you get some urologist
or orthopods or whatever -- it's easier to do in the
surgical areas than it is in the medical areas, you get them
back to some kind of norm. And for the reasons that John
and Jay have mentioned, people want to be within the norm as
opposed to being way outside of it.

But all of a sudden, some new pattern of care
comes up within a year or two, and then people become
outliers again within that pattern. So kind of fixing this
for a set of practices or a set of physicians doesn't stick
very long. So I think one has to think of this in dynamic
terms, that you don't fix it in orthopedics or in general
surgery, thoracic surgery, for five or 10 years at a time.
You may fix a particular issue you're looking at, in terms
of putting evidence in front of people. Physicians are
evidence-based. They want to do the right thing and comply
with it, whether it's regional norms or professional norms.

But then some other practice comes up, whether
it's driven by innovation or device manufacturers or
whatever. The new techniques come out and one has to start
thinking again about what the distribution of patterns of
care are against that. So I think it's both important to
keep looking at this direction, understand how you have to
constantly stay on top of it and how dynamic it is. But yet
I think it's incredibly fruitful because you do find

enormous variation in a small cluster. And if one can
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change those ways, there's a lot of benefit to be gained.

And I think the evidence that obviously that
Wennberg and his acolytes have shown is that the quality
doesn't necessarily suffer if you put people into those kind
of norms. So I do think there's a lot of provider evidence.
In many ways I would say there's probably many years of
provider evidence on it, if you look going back. Because I
think from '83 on people had to start reacting to DRGs. So
there's probably 15 years, if not more, of evidence there.
Again less apparent on the outpatient side, because the risk
wasn't there as clearly until the APCs came in.

I think if you want to look at evidence on this, I
would look in that area as well.

DR. REISCHAUER: This builds a little bit on that
point. We do know that there's this huge variation across
region in practice patterns. The Fisher and Wennberg kinds
of information is a big glom and it's been treated by
policymakers as interesting but...

It strikes me that risk-adjusted episode-based
profiling for physicians or providers in Rochester and
Minneapolis versus Miami and Los Angeles could provide some
important information to policymakers that would cause them
to ask questions and change the nature of the debate on
these kinds of issues. And you don't have to have
identifications of providers or anything because what you're
really looking at is average distribution of docs with

respect to this and comparing them across geographic areas
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for similar risk-adjusted episode of care. And we do know
something about health outcomes at the Metropolitan level.

And so this could be a very useful piece of
information for policymakers, one that they may not want.

MR. HACKBARTH: I think this touches on sort of
the central question for the Medicare program as we move
forward. Our tendency in the past has been to treat all
providers as though they are the same. When we have cost
problems we squeeze everybody across-the-board.

Given the dimension of the challenge that we face
going forward from here, personally I think that's a
bankrupt strategy. We will do great detriment, great harm,
to our health care system, to good providers, to
beneficiaries if we insist on this across-the-board, across-
the-board, everybody's the same. At some point, although
it's hellishly complicated and controversial, you'wve got to
start to dip in and say not everybody is the same. This is
just one of many potential ways that you start to get into
that conversation. Hence my strong interest in it.

I wanted to get commissioner reaction to Arnie and
John's statement that even if Medicare felt that for
whatever reason it was unable to use the information itself,
it could do a service by making the Medicare information,
including the provider identifiers, available to private
payers.

I think, Arnie, I think you were the one that gave

me the formulation that Medicare is rich in data and is
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sometimes hampered in its ability to act on the data by
political, legal and other constraints. Private payers have
somewhat greater flexibility to act but lack the data. So
this is a potential marriage of relative strengths. I want
to hear what other commissioners think about that.

MS. BURKE: I think it would be a mistake at this
point in time. I think, Glenn, you said exactly what I
would hope the commission would say was the extraordinary
importance of Medicare beginning to develop this information
and utilizing it in the context of the Medicare program and
how we structure reimbursement, in how we inform physicians
about their practice, for purposes of education and
ultimately for purposes of reimbursement.

I think to provide the information to private
payers in advance of our making a decision to use it for the
Medicare patient would be an enormous mistake. I think if
there are politics in our using it for Medicare patients,
the politics of us providing it to payers who will, in fact,
use it for purposes of excluding people from coverage, from
groups, I think will complicate our long-term strategies to
use it effectively for Medicare.

I think the political response to that will not be
a positive one. But I think we ought to certainly develop
it and we ought to state it's importance. We ought to state
the value of moving in the direction of using it for payment
purposes and education purposes. But I think to allow it to

be used for private payers in advance of it being used
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constructively for Medicare would be a mistake.

DR. WAKEFIELD: I can't speak to the timing issues
that Sheila just raised but I can say that some of the
feedback that I here is that it's difficult, using North
Dakota is an example, it's difficult to really assist
individual providers in better understanding what's going on
with their patient population when they have only part of
the data available.

So what we hear, for example from Blue Cross Blue
Shield representatives, 1is that they'll feed back their
diabetes registry information to individual providers. But
they're missing a huge set of information if those providers
are caring for a significant -- and in my state it is case -
- a significant portion of the patients they see are
Medicare beneficiaries.

So what gets fed back to the individual provider
is what's going on in the private pay side, but they don't
have any of the rest of it. It's an incomplete picture.

And I think that does a disservice not just to the provider
but ultimately to the patients whose care we're trying to
assure 1is high-quality care.

I don't disagree necessarily about timing issues.
I defer to Sheila on the politics of all of this. But where
the rubber hits the road, I think there's an issue there if
we're only providing people with half the picture. In my
case, 1n our state, probably less than half the picture

right now.
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MR. SMITH: On Medicare data to private provider
question, I think Sheila is exactly right. Turning the
politics of this into a fight of what a private provider did
with public data could well cramp and eventually inhibit our
ability to use the public data publicly. I think Glenn,
yvour formulation earlier that it's time to collect, it's
time to figure out how to use this data in Medicare itself
is where we should go.

But putting our ability to do that at the risk of
the political backlash of the way that data is used before
Medicare gets to use it by private payers would be a big
mistake. ©Not just a timing mistake but a political judgment
mistake.

MR. DURENBERGER: I think I'm reacting also to
what Sheila said and maybe suggesting by way of example of a
way to think about it. I have found, in my own analyzing of
the Medicare Modernization Act, in one of my PowerPoint's --
I don't know why we're in a barn today. But I've got this
little PowerPoint of looking for the pony in the manure
pile. For me, the pony is the regionalization. I went
through everything that Sheila has talked about. We'wve all
had this experience. When we did RBRVS in 1989, I debated
then with Gail Wilensky about the volume performance
standards, and when they're applied across the country they
penalize the folks in the Upper Midwest more heavily that
they will penalize other people. Is there a resolution?

Arnie said sure, there's a resolution and we ought to get it
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